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Aggregate measures of household wealth have broadly followed the business cycle. Between 2007 and 2009,
American households as a whole lost 20 percent of their wealth.  Household wealth increased during the
economic recovery from its nadir in the Great Recession, and by late 2012, aggregate household net worth
surpassed its previous 2007 peak, and continued to grow through 2016.

These aggregate patterns obscure the extent to which gains from the recovery are shared across the
population. Wealth is highly concentrated--as of 2016, 80 percent of aggregate wealth was held by only 10
percent of households (Bricker et al., 2017)--which suggests that aggregate wealth measures may
insufficiently describe how most households fared financially in the recent economic recovery.  Such an
analysis requires detailed microdata on the wealth of households, including enough coverage of the top of the
wealth distribution to differentiate their experiences from those of the rest of the population.

In this Note, we turn to data from the Federal Reserve Board's triennial Survey of Consumer Finances (SCF)
to examine trends in the distribution of household wealth during the Great Recession and subsequent
recovery. The SCF is ideally suited for our purposes because it includes an oversample of wealthy families
and a weighting scheme that allows for comparisons across the entire distribution of wealth, including the
very top. The SCF also allows us to construct a broad measure of household wealth that includes financial
assets and liabilities (including IRAs and retirement accounts), the value of vehicles less any debt against
them, the value of any homes or other properties owned less their debt, and the net value of any businesses.

Trends in the distribution of household wealth during the Great Recession and recovery

We examine the evolution of wealth for different types of families, where families are grouped according to
their reported "usual income." Usual income is a measure of family resources that smooths away temporary
fluctuations in income, such as an unexpected bonus or a temporary unemployment spell. We divide the
usual income distribution into four groups. First, given the well-documented concentration of wealth at the top,
we separately examine the top 10 percent of families by usual income (the "Top 10"). Then, we split the other
90 percent of the distribution (the "Bottom 90") into three equal-sized groups: the "Bottom 30" (the bottom 30
percent), "Middle 30" (the 31st to 60th percentile), and the "Next 30" (61st to 90th percentile). We restrict our
analysis to working-age households, defined as those headed by individuals between the ages of 25 and 64,
to facilitate comparisons over time.

Figure 1 displays changes in real mean wealth for the four income groups during the Great Recession and
recovery, as captured in the triennial SCF.  The bars show changes in wealth since the 2007 SCF, or just
before the onset of the Great Recession. The blue bars show changes in wealth through 2010--roughly the
end of the Great Recession as captured in the triennial SCF. And the green bars show changes in wealth
through 2016--the most recent survey year. This time period includes both the recession and a substantial
portion of the recovery.
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Figure 1: Percent changes in real mean wealth since the onset of the Great Recession
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During the Great Recession, wealth fell for all usual income groups, although some groups lost more wealth
than others (Figure 1, blue bars). The Middle 30 experienced the largest percentage losses in wealth from
$214,000 to $128,000. The Next 30 also faced substantial wealth losses, from $510,000 to $395,000. For the
Bottom 30, wealth fell from $83,000 to $75,000. The Top 10's wealth dropped from $3.7 million to $3.2 million.

In 2016--well into the recovery--wealth remained below 2007 levels for all three subgroups in the Bottom 90,
but the Top 10 had more wealth than in 2007 (Figure 1, green bars). In 2016, average wealth was $57,000 for
the Bottom 30, $139,000 for the Middle 30, and $424,000 for the Next 30; all of these values were below
2007 levels. On the other hand, the Top 10's 2016 mean wealth was $4.1 million, well above the 2007 value.

The Bottom 90 and Top 10 alike lost wealth during the Great Recession (figure 1, blue bars). However, the
changes in wealth during the cumulative Great Recession and recovery period (figure 1, green bars) illustrate
that the Bottom 90 and the Top 10 had vastly different experiences during the recovery. The Bottom 90
experienced little to no wealth gains, whereas the Top 10 experienced outsized gains. The remainder of this
note will unpack some determinants and implications of families' varied experiences in the Great Recession
and subsequent recovery.

Why did some families experience larger wealth losses 2007-2010?

Between 2007 and 2010, house prices fell 23 percent and stock prices fell 21 percent, but these changes
affected household wealth differently for the Bottom 90 and Top 10.  The first reason for this differential effect
stems from variation in families' portfolios before the Great Recession. In 2007, the primary residence
represented more than a third of wealth of the Bottom 90, compared with 15 percent for the Top 10, making

 
Source: Survey of Consumer Finances 2007-2016.
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the Bottom 90's total wealth relatively more sensitive to changes in house prices (Table 1). Furthermore,
families in the Bottom 90 also stored a non-negligible share of their wealth in stocks, making them sensitive to
changes in stock prices as well. In contrast, families in the Top 10 held a relatively larger proportion of their
wealth outside of these two types of assets, making their wealth less sensitive to changes in home and stock
prices.

Table 1: Wealth concentration and leverage in 2007

A second reason for the differential effect of price declines in the Great Recession is differences in leverage.
In particular, the Bottom 90 were more leveraged on their homes before the Great Recession and thus
suffered larger proportional declines in wealth when house prices fell. Families in the Middle 30 were the most
leveraged group: 22 percent of owners had mortgage LTVs of more than 80 percent (Table 1) and thus would
have had their housing wealth erased by the 23 percent decline in home prices that occurred in the Great
Recession. Because families in the Top 10 were considerably less leveraged on their homes than other
families, their total wealth was more insulated from the house prices declines.

Why has the recovery been weak for the Bottom 90?

The patterns above can explain why families in the Bottom 90 experienced larger proportional losses during
the Great Recession than the Top 10, but not why their recovery has also been weaker. By 2016, house
prices had increased by 26 percent from their trough, and stock prices had risen by more than 160 percent:
so why haven't families in the Bottom 90 shared in those gains?

One reason the Bottom 90 experienced little to no recovery is their homeownership rate declined between
2007 and 2016 (Table 2). Families who do not own a home will not experience an increase in housing wealth
when house prices rise.

Table 2: Homeownership rates and decomposition of increase in renter share

Further inspection of the data indicates that the decline in homeownership for the Bottom 90 can be explained
by a decline in first-time home buying. Between 2007 and 2016, the share of families in the Bottom 90 who
have never owned a home (e.g., families who would become first-time buyers if they did purchase homes)

45% 41% 33% 15%
11% 15% 21% 24%
44% 44% 46% 61%
13% 22% 16% 6%

Note: Stock wealth includes stocks held directly and indirectly. Housing wealth and debt includes the primary residence only.

Source: Survey of Consumer Finances.

41% 71% 89% 91%
33% 59% 81% 92%

7% 12% 8% 0%
-1% 3% 3% 0%
9% 9% 5% 0%

* May not sum due to rounding.

Source: Survey of Consumer Finances 2007, 2016.
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increased, while the share of renters who used to own a home (perhaps due to a previous foreclosure) fell or
increased only modestly (Table 2).

What explains this decline in first time home-buying among the Bottom 90? Several recent papers indicate
that a reduction in mortgage credit availability is a likely culprit (Acolin et al, 2016; Bhutta, 2015). Also, the
SCF shows that rent-to-income ratios rose between 2 and 9 percentage points for renters in the Bottom 90
during this time period, which would have reduced renter families' ability to save for a down payment.

A second reason the Bottom 90 has not experienced a stronger recovery is that stock market participation
has declined since 2007. Between 2007 and 2016, stock market participation--defined as holding stocks
directly or indirectly, such as through a pooled investment fund or a defined contribution retirement account
like a 401 (k) or IRA--fell for the Bottom 30 and Middle 30, but increased slightly or was unchanged for the
Next 30 and Top 10 (Table 3).

Table 3: Stock Market Participation and the availability of employer-sponsored retirement plans

Why did stock market participation decline among the Bottom 30 and Middle 30, but not the Next 30 or Top
10? Table 3 reveals differential declines in retirement plan eligibility across groups. Most families in the
Bottom 90 only hold stocks through defined contribution retirement accounts, such as 401(k)s or IRAs.
Between 2007 and 2016, the share of families in the Bottom 30 and Middle 30 with access to retirement plans
through an employer dropped by 5 to 6 percentage points. Most of this decline in plan availability appears to
stem from changes in work patterns between 2007 and 2016: families in the Bottom and Middle 30 were more
likely to work part-time at the their main job, or not work at all (due to declining participation rates and
elevated unemployment rates), which would typically make those families ineligible to participate in employer-
sponsored plans (Table 3). These changes in plan eligibility also appear related to the increase in contract
work and the gig-economy, since those jobs are often part-time and typically do not offer plans (GAO, 2015;
Katz and Krueger, 2016).

What would the recovery look like for the Bottom 90 if homeownership and stock market participation had not
declined between 2007 and 2016? We can conduct a counterfactual exercise where we assume group-level
homeownership and stock market participation rates had remained at their 2007 level and allow each group's
wealth to be affected by changes in home and stock prices that occurred between 2007 and 2016.  The
results of this experiment reveal that the changes in asset ownership described in this Note played a key role
in generating a "wealthless recovery": Bottom 90 wealth would be 50-60 percent higher in 2016 if home
ownership and stock market participation rates had not fallen (Table 4).

Table 4: Counterfactual change in Bottom 90 wealth 2007-2016 assuming 2007 home and stock
ownership rates

8

24% 56% 80% 93%
20% 50% 80% 95%

4% 6% -1% -2%
-2% 1% 0% 0%
6% 5% 0% -2%
7% 2% 0% -1%

-4% 0% 0% -1%
3% 2% 0% 0%

* May not sum due to rounding.

Data source: Survey of Consumer Finances 2007, 2016.
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Implications for wealth inequality and future outlook

One measure of wealth inequality is the ratio of the mean wealth of the top 10 to mean wealth of each
subgroup of the Bottom 90. In 2007, that measure shows that the Top 10 had 45 times as much wealth as the
Bottom 30, 17 times as much wealth as the Middle 30, and 7 times as much wealth as the Next 30 (Figure 2,
solid markers). By 2016, those rates had increased substantially; the Top 10 had 72 times as much wealth as
the Bottom 30, 30 times as much wealth as the Middle 30, and 10 times as much wealth as the Next 30.
Furthermore, those ratios are considerably higher than any other time period going back to the mid-1990s
(Figure 2, hollow markers).

This note has uncovered a divergence between changes in aggregate wealth and most families' wealth in the
recovery from the Great Recession. The resulting increase in wealth inequality has important implications for
understanding the recovery. For example, it may help explain why the long-standing connection between
aggregate wealth and consumption is weaker than it once was, since higher income families tend to consume
less out of wealth changes than lower income families (see Aladangady and Feiveson, 2018 for more on
recent developments in the consumption-wealth relationship).

Furthermore, because these declines in wealth for the Bottom 90 are driven in part by declines in asset
ownership, the outlook for the Bottom 90 as the economic recovery continues will depend on asset ownership
rates. Recent data provides little evidence ownership rates have rebounded: for example, as of the second
quarter of 2018, the home ownership rate was still below its 2007 level; and although data comparable to the
SCF measure of stock market participation is not available, the share of families not participating in a
retirement plan, as well as the share working part time, were still elevated relative to 2007.  This suggests

-31% -35% -17%
-12% -20% -9%

Source: Survey of Consumer Finances 2007-2016.

Figure 2: Wealth inequality 1995-2016

 
Source: Survey of Consumer Finances, 1995-2016.
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the wealth gaps uncovered in this Note may persist despite the continued economic recovery, as those
families will not experience wealth gains from the rise in housing and stock prices since 2016. Data from the
next SCF in 2019 will help to further uncover whether this "wealthless recovery" for the Bottom 90 persists.
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